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Operating expense ratio .......... 
Working capital, year’s end ........... 
Current asset ratio, year’s end .... 


Return on average net investment 


used for transportation purposes .... 
Gross capital expenditures ............ 
Tons of freight handled .................. 
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1966 1900 


... $ 6,532,485 $ 5,553,914 


1s $5.16 $4.39 
... $ 3,987,614 $ 3,481,250 
ay $3.15 $2.75 
... $92,849,455 $85,902,120 
ia, 73.45% 75.72% 
... $15,802,259 $14,194,066 

1.86:1 1.83:1 

3.93% 3.66% 
... $ 8,662,613 $ 9,387,379 
... 22,183,384 20,684,020 
hoe 5,745 5,644 


COVER PHOTO: Among the non- 
statistical highlights of 1966 was 
a foggy day the equal of which 
few Twin Cities residents could 
recall. But fog or no, the Soo con- 
tinued to operate, thanks to sea- 
soned and dedicated personnel 


OFFICES: Executive and general 
offices: Soo Line Building, Min- 
neapolis, Minnesota 55440. Sales, 
service and marketing offices: 
Minneapolis and 39 other major 
cities in the United States and 
Canada. Division operating of- 
fices: Minneapolis; Stevens Point, 
Wisconsin; and Enderlin, North 
Dakota. 


ANNUAL MEETING: The 1967 
Annual Meeting of Shareholders 
will be at 10 a.m. Wednesday, 


assisted by two-way radios. That 
morning Number 3, the overnight 
Chicago-Minneapolis time freight, 
materialized out of the fog at 
Cardigan Junction to find the cam- 
era of Public Relations Director 
Wallace W. Abbey waiting. 


April 12, 1967, in room 802 of the 
general offices in Minneapolis. 


TRANSFER OF SHARES: Shares 
of stock in Soo Line Railroad 
Company are traded on the New 
York Stock Exchange. Trading 
symbol is SOO. Transfer and Pay- 
ing Agent: The Bank of New 
York, 48 Wall Street, New York, 
New York 10015. Registrar: Bank 
of Montreal Trust Company, 2 
Wall Street, New York, New York 
10005. 


To the Shareholders of the Soo: 


The sixth year for the new Soo was its best. The 
consistent trend of increasing profit and increasing 
business volume continued. 


In the narrative review and statistical material 
which follow, you will find comments on the Soo’s 
accomplishments and activities during 1966. Let me 
touch briefly here on the financial highlights of the 
year and then turn to other matters of current and 
future interest. 


RESULTS FOR 1966 The Soo’s net income of $5.16 
per share was greater by nearly 18 per cent than its 
net of $4.39 per share in 1965. Net income in 1966 
amounted to $4.92 per share after making the man- 
datory provision for sinking funds. 


Had we not been required by the Interstate Com- 
merce Commission to include in the income ac- 
counts the charges occasioned by the retirement 
of certain properties, net income would have been 
greater by nearly $500,000 or about 39 cents per 
share. The properties we retired were the Duluth 
passenger station facilities, which were sold, and 
obsolete track and yard facilities. 


It is important to note the added impact of federal 
income taxes on the Soo’s 1966 earnings. Accruals 
for these taxes consumed the equivalent of 93 
cents per share, compared with 19 cents per share 
in 1965. In dollar amount, federal income taxes 
increased $937,000. 


DIVIDENDS A dividend of $1.50 per share was 
paid in March, 1966. A further dividend of $1.65 
per share was paid in September. On March 24, 
1967, a dividend of $1.50 per share will be paid. 


DIRECTORS Since my last report to you, two val- 
ued and dedicated members of the Soo’s Board of 
Directors, men who contributed much to the prog- 
ress of this company, passed away. They were 


Robert A. Emerson, President and Chief Operating 
Officer of Canadian Pacific Railway Company, and 
Howard C. Reid, Vice President, Accounting, of 


(osc aentbachee et 


Canadian Pacific. eel, 


“George H. Baillie, Vice President of Canadian Pa- 
cific, was elected by the Shareholders to the Board 


on April 13, 1966. The vacancy created by the | 


death of Mr. Reid will be filled at t ual | 
, as will the vacancy which will be created 


Meetin 

by the retirement at that time of Endicott R. Lovell. 
Mr. Lovell’s many years of devoted service as a 
Director of the Soo and a predecessor, Duluth 
South Shore & Atlantic, greatly benefitted the com- 
panies’ welfare. 


MERGERS In my report last year, I commented on 
an evolution that is taking place in our national 
economy. The ability to transport, reliably and eco- 
nomically, goods that have been manufactured or 
processed with typical American efficiency is be- 
coming basic to the future growth of our country. 
We are now seeing, on the one hand, a revitaliza- 
tion of the railroad industry under the innovative 
force of interrailroad competition —a revitaliza- 
tion that is necessary to meet the challenges of this 
economic revolution. On the other hand, we are 
seeing an effort toward mergers among railroads 
that is of the utmost significance. 


We are concerned because the complexity of the 
present merger picture imposes a considerable bur- 
den upon a company like the Soo. The ICC has 
been proceeding on the basis of a separation of the 
merger proposals submitted to it, even though the 
proposals are, in fact, interrelated. The hypotheses 
upon which any particular proposal is based are 
likely to shift. The cost and time involved in keep- 
ing track of the mass of mergers are tremendous. 
It is conceivable that shippers could lose much in 


the merger debate because of the difficulty of par- 
ticipating effectively in the proceedings. 

At our 1966 Annual Meeting, I commented on our 
belief that the ICC must, through the use of 
impartial and independent economic analysis, de- 
termine the transportation needs of the nation and 
the competitive situation that would remain among 
railroads after mergers. During the year we formal- 
ly proposed to the Commission that it undertake 
such an analysis. We asked also that the Commis- 
sion consolidate the merger and control plans of 
Chicago & North Western Railway, in which North 
Western seeks to absorb Chicago Great Western, 
Rock Island and the Milwaukee Road through what 
were introduced as three separate proceedings. The 
Commission has not ruled on the petition for an 
independent economic investigation or on consoli- 
dation of North Western’s proposals to acquire 
Rock Island and the Milwaukee Road. It rejected 
the idea of consolidating the Chicago Great West- 
ern case with the others. 


North Western’s merger and control plans would 
have profound effects upon competition and upon 
other railroads such as the Soo. Should the ICC 
ultimately give its blessing to North Western’s 
plans, it is essential that it also provide appropriate 
protection to the Soo, including provision for rights 
to the Soo to preserve competition and to help 
offset the diversion of our business that these mer- 
gers would cause. 


For example, we believe that we must be permitted 
full access to the Milwaukee metropolitan area and 
to the paper-manufacturing industries in the upper 
Wisconsin River Valley. We shall in the course of 
the ICC hearings make every effort to protect the 
interests of the Soo’s Shareholders should North 
Western succeed in restructuring the railroad sys- 
tem and railroad economics of the midwest. 


THE YEAR AHEAD Results for 1967 will depend 
greatly upon the level of economic activity nation- 
ally and in our territory. Rising wage and material 
costs will impose new burdens, but we shall be 
instituting new efficiencies and economies to help 
offset the higher level of expenses. 


Unfortunately, 1967 began with unusually severe 
weather conditions which were quite costly to the 
Soo. It is too early to determine the impact of the 
winter storms on the year as a whole. It is evident, 
however, that every effort must be made to over- 
come, in the balance of the year, the decrease in 
profit brought about by winter weather. 


FOR THE DIRECTORS, I submit this report to you 
and mark our willing acceptance of the challenges 
of 1967. In doing so, I commend the people of the 
Soo who worked skillfully and diligently during 
1966, and I extend the appreciation of the Soo to 
our customers for their business and assistance 
toward mutual goals. 


Respectfully, AE, pnd, PRESIDENT 


OPERATING EFFICIENCY 

Revenue freight ton-miles per 

man-hour paid for have increased steadily 
since the merger. 


NEW FREIGHT CARS a Specialized 


Acquisitions in 1966 reached a new 
high for the new Soo; 1967 
acquisitions will be even greater. 


es General 
- Purpose 


1961 = 100 


HUNDREDS 


1961 1962 1963 1964 1965 1966 1961 1962 1963 1964 1965 1966 


. 


GRAIN MOVEMENT Ho 
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The trend in wage and fringe benefit 
payments per employee continues a 
its upward movement. 
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COMPENSATION IN THOUSANDS 


1961 1962 1963 1964 1965 1966 1961 1962 1963 1964 1965 


REVIEW OF 
OPERATIONS 
IN 1966 


The increase in net income of nearly a mil- 
lion dollars, or approximately 18 per cent, 
over the 1965 level was produced on oper- 
ating revenues that were approximately 8 
per cent greater. At work for the Soo was 
the high level of economic activity in the 
country. But at work also were the cumula- 
tive effects of six years of modernization 
and a dedicated staff proficient in the appli- 
cation of the Soo’s new technology. 


REVENUES Forest-originated products — 
lumber, paper, pulpwood, woodpulp, etc. — 
contributed the largest portion of the Soo’s 
operating revenues, about $28.4 million in 
total. Lumber itself, ranking second only to 
wheat in the order of individual commodi- 
ties, produced about $10.2 million in reve- 
nues, a 4.4 per cent decline from the 1965 
level generally related to the decline in the 
home construction market. 

General farm products contributed some 
$20.7 million to revenues. Wheat revenues 
were about $12 million, half again as much 
as they were in 1965. Factors in the increase 
were the substantially greater movements 
to terminal elevators from the country, and 
the growth of the Soo-initiated UniTrain 
movement from terminal elevators at Du- 
luth and Minneapolis to the east. 

Potash, a commodity the Soo rarely han- 
dled in its trains six years ago, brought in 
$3.8 million in revenues —a 45 per cent 
increase over the 1965 level. Traffic in lique- 
fied petroleum gasses increased 57 per cent 
to produce revenues of $1.8 million. 


Throughout 1966, the Soo was virtually 
without a source of revenue from the trans- 
portation of U. S. Mail, the business having 
been diverted by the Post Office. Passenger- 
service revenues, therefore, were less than 
half of what they were in 1966. 

The last substantial passenger operation, 
the Twin Cities-Winnipeg train, was author- 
ized by the Interstate Commerce Commis- 
sion for discontinuance in late March, 1967. 
Upon the elimination of this train the Soo 
will be able to make significant savings in 
operating expenses. 

The Soo’s piggyback traffic continues to 
grow. During 1966 the company moved 
more than 19,000 highway trailers over the 
rails, an increase of nearly 20 per cent over 
the 1965 movement. 

In 1963, the ICC ruled on the protracted 
transcontinental divisions case. The ruling 
is now the subject of litigation. As the mat- 
ter stands, however, the effect of the ruling 
upon the Soo’s revenues is not great. To 
date the Soo would stand to gain some 
$720,000, of which approximately $220,000 
is applicable to 1966 revenues. In compli- 
ance with ICC directives, the contingent 
revenue has not been taken into account. 


EXPENSES In dollar amount, the cost of 
operating the Soo increased by nearly 5 per 
cent. Operating expenses were, however, a 
smaller proportion of revenues despite sub- 
stantial increases in wage costs. The oper- 
ating expense ratio for 1966 was 73.45 per 
cent, a decrease of 2.27 percentage points. 


FRONT AND REAR, the Soo’s principal trains reflect the growing modernity of the company’s 
equipment. New during 1966 were the first of a fleet of all-steel cabooses. Their white and reflective 


red colors echo the trimness of high-horsepower locomotives. 


Major railroads as a group had a combined 
operating ratio of 76.18 per cent. 

Significantly, the relatively more effi- 
cient operation was accomplished while the 
amounts spent to upgrade and maintain the 
company’s facilities and equipment were 
being increased. Improvements are detailed 
later in this report. 

The ratio to revenues of all expenses, 
taxes and rents (known as the working 
expense ratio) declined slightly, maintaining 
a trend downward that has been constant 
since 1961. Stated before federal income 
taxes, the working expense ratio for 1966 
was 88.93 per cent, a full percentage point 
below the 1965 ratio correspondingly stated. 
The company had no operating-loss carry- 
forwards to apply against 1966 income, but 
it did use accelerated depreciation and in- 
vestment tax credit benefits in.computing 
its federal income tax obligation. 

Operations in 1966 were hampered to a 
considerable degree by a continuation of 
the freight car shortage. 

The important Noyes gateway and cer- 
tain lines in northeastern North Dakota 
were blocked for much of April by floods 
in the Red River Valley. 


DATA PROCESSING put on its coveralls during 1966 and went 
to work at Shoreham Yard in Minneapolis, helping in new ways to 
expedite the flow of loaded freight cars and to monitor the inven- 
tory of empties. The system is being expanded. 


WAGE COSTS Operating expenses in- 
creased during 1966 principally because of 
higher wage costs. The amount paid by the 
Soo to its employees, including the cost of 
fringe benefits, was approximately $1,850,- 
000 greater than it was in 1965. The major 
proportion of this increase is included in 
the higher operating expenses. 

Over the past five years, due to the series 
of wage and fringe-benefit increases agreed 
to by the railroad industry, the Soo’s man- 
power costs have risen markedly. Wages 
paid to off-train employees were, in 1966, 
16.4 per cent greater than they were in 1962. 
Wages paid to train-service employees were 
23.6 per cent greater. Payroll taxes for re- 
tirement and unemployment benefits were 
49 per cent greater in 1966 than they were 
in 1962. The cost of other fringe benefits in- 
creased substantially. 

During 1966, most off-train employees 
received higher wages as part of agree- 
ments made in 1964. Late in the year, a 5 
per cent increase in wages and improved 
vacations were granted to train and engine- 
men, the wage increase being retroactive to 
August 12. A similar settlement of demands 
made by clerical employees became effec- 


“TRAFFIC COP” of modern railroading is the dispatcher in his 
centralized traffic control center. Dispatcher Tom Hagen operates 
such a center at Stevens Point, moving trains over the main line. 


tive January 1, 1967. Wage demands of 
unions representing other classes of em- 
ployees were, at year’s end, being pro- 
gressed under the terms of the Railway 
Labor Act. 


OTHER INCOME The net amount of profits 
from noncarrier activities and Mackinac 
Transportation Company, together with the 
interest derived from investments of cash, 
passed $1 million. Key factors were the 
greater amount of invested cash and the 
high rates of interest paid on these tem- 
porary cash investments. 


SUBSIDIARIES Tri-State Land Company, 
the Soo’s wholly owned property-manage- 
ment subsidiary, had net income in 1966 of 
$119,295. Tri-State paid a dividend of 
$100,000 to the Soo, which is included in 
other income. 

During 1966 the Soo and Northern Pacific 
Railway acquired control of the Midland 
Continental Railroad, a 69-mile North Da- 
kota line operated out of Jamestown. The 
Midland Continental will continue to be 
operated as an independent carrier. 


MANAGEMENT The structure of the Soo’s 
management continues to be refined to pro- 
vide the company with the direction and 
supervision required by the new demands 
on physical distribution functions by in- 
dustry and agriculture, and by the changing 
forces within the science of management. 

A new position devoted to the planning 
of long-range corporate objectives was 
created in 1966 and, early in 1967, was 
staffed by an officer from within the Soo 
skilled in planning and analysis. 

A specialist was employed in the areas of 
quality control in transportation services 
and in the coordination of budgets in the 
transportation department. 

A new position dedicated to the grain 
and grain-products transportation sales 
area was established in the sales and ser- 
vice department. 

A new emphasis was placed on industrial 
development with the appointment of a di- 
rector of industrial development. 


IMPROVEMENTS Throughout 1966, the 
company continued its programs of improv- 
ing both its rolling equipment and the fixed 
facilities — track, bridges, structures, etc. 
—which together make up the railroad 
plant. Other programs were designed to 
orient and to train personnel and to provide 
management with timely and accurate oper- 


ASSEMBLY LINE for freight cars: The Soo’s shop at Fond du Lac yearly 
produces a substantial number of the new cars the company acquires, as 
well as overhauling and upgrading existing cars. These are new insulated 


box cars, just about ready for painting. 
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in the paint shop. Carman Don Nitke applies the reflective symbol which 
designates this insulated box car as a member of the Soo’s growing fleet of 
highly specialized freight equipment. 


GRAIN HAULER: One hundred of these “rolling grain elevators” went into 
service as the Soo began the gradual shift away from box cars to quick- 
loading hoppers for transporting grain. Five hundred more are on order for 
1967. Car body is built of aluminum alloy. 


ating data for better control and service. 

The level of capital expenditures re- 
mained consistent with the over-all finan- 
cial position of the company. Because no 
locomotives were acquired in 1966, the total 
amount of gross capital expenditures was 
slightly smaller than it was in 1965, when 
six locomotives were acquired. 

Capital expenditures for improvements 
to roadway were nearly $1,750,000 in 1966, 
or close to 15 per cent greater than they 
were in 1965. Capital outlays for freight 
train cars were more than $6.4 million, 
about 3 per cent greater. The level of capi- 
tal spending fails to reflect the true level of 
equipment acquisition, however, due to the 
leasing under attractive arrangements of a 
significant portion of the year’s new freight 
cars. Spending for maintenance as reflected 
in the maintenance expense accounts was 
significantly greater: $1.2 million above the 
1965 level. 

As the balance sheet indicates, invest- 
ments in inventory of materials and sup- 
plies increased $1.2 million in 1966. There 
were three principal reasons for the in- 
crease: A change in inventory control prac- 
tices, which provided greater availability 
of material, resulted in more efficient sched- 
uling of maintenance work. Calculated in- 


creases were undertaken in certain classes 
of materials subject to unreliable delivery 
schedules. Track material was accumulated 
for anticipated projects. 

Company forces installed new rail in 10 
miles of track, 306,000 crossties, and more 
than 100 miles of new ballast. Company 
shops continued their regular car mainte- 
nance programs and, in addition, added 10 
years each to the service life of 371 box 
cars through a special program. 

Four hundred thirty freight cars were 
added to the Soo’s fleet during 1966 — the 
largest annual addition since the formation 
of the new Soo. The new cars continued the 
program of equipping the Soo with high- 
quality general-purpose cars and with spe- 
cialized cars designed to generate revenues 
from the transportation of individual kinds 
of freight. 

Notable among the new cars were 100 
covered hopper cars each of which has a 
capacity for grain equivalent to that of two 
box cars. With these cars, the Soo began 
to equip itself to handle all of its country 
grain and UniTrain grain shipments in cov- 
ered hopper cars. 

The change in grain handling is basic and 
necessary. Box cars — the traditional grain 
vehicle — require much handling and prep- 


2S 


CONFERENCES AND CLASSES keep the Soo’s supervisors current with the needs and progress of the 


company. Pictured here are mechanical department and industrial engineering staff officers. 


NEW EMPHASIS on grain traffic sales is personified by R. J. “Bob” 
Riopelle, who occupies a new Traffic Manager's job devoted to the 
grain and grain-products industries. 


: hys ical facilities i is 


THE MIDWEST SP eCeine. oe oe 
Aoines, Duluth, Eau Claire, Grand Forks, Hous- 
ton, Kansas City, Marquette, Milwaukee, Minne- i 
~ apolis, Minot, Neenah-Menasha, St Louis, st 
Paul, Stevens: Point, Thief River Falls. : 


‘THE WEST: Eugene, Portla 
Seattle, Spokane. : 


CANADA: Calgary, Edmonton, Toronto, an: 
_ couver, he - 


, San Francisco, 


_ Got freight to move or an industry to astablish ? 
Call The Man From Soo at any of these sales 
_ offices—or call any corporate officer. We I all 
be happy to help. - 


aration and are slow to load and unload. 
Hopper cars are self-cleaning and may be 
loaded and unloaded rapidly. The Soo in- 
tends through the acquisition of hopper 
cars over the next few years to become vir- 
tually self-sufficient in the area of grain-car 
supply and to improve grain car utilization. 

Centralized traffic control, the modern 
method of dispatching trains, was extended 
over more of the main line between Chicago 
and the Twin Cities. Further progress was 
made in the program for a data system for 
principal freight terminals that will expe- 
dite car movements and provide up-to-the- 
minute information on car location and 
inventory. With the signing of agreements 
with train-service employees to operate 
cabooses on an interdistrict basis, the first 
of a fleet of all-steel cabooses went into use. 


SPENDING IN 1967 Current plans call for 
an equipment program in 1967 of record 
size. Equipment with a value of more than 
$16 million will be placed in service. Four 
locomotives of 3,000 horsepower each will 
be delivered in the spring. Eight hundred 
forty-five freight cars will arrive during the 
year, 500 of which will be grain hopper cars 
under lease. 

Further additions will be made to the 
company’s communications and traffic- 
control systems. New tools and techniques 
will be put to use in many areas of the com- 
pany’s activities, with the goal of making 
the Soo an even more efficient concern. 
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BALANCE 


DECEMBER 31 


SHEET 


ASSETS 


1966 


1965 


INCREASE 


OR DECREASE 


CURRENT ASSETS: 


‘Temporary cash imvestmentS..0 wae es 


Accounts 


TEGEIVaDle ce ee ee a ate en 


Materialandusupp lest .sst) a. on et eee ee 


Other current assets. eee 


SPECIAL FUNDS AND INVESTMENTS: 


Investments in and advances 


to affiliated companies (See Page 14).................... 


Special funds and other investments........................ 


PROPERTIES: 


Transportation property. #300. ae eee 


Miscellaneous: properives..- 45.23 ee ee 


Less accrued depreciation and amortization.............. 


OTHER ASSETS AND DEFERRED CHARGES 


Net: properties sarmtee ces tre eet eee 


GRAND SEO TA Te acest ore ae neem eee 


$ 1,547,963 
16,997,552 
7,494,886 
7,169,314 
1,002,227 


34,211,942 


4,165,333 
5,817,465 


9,982,798 


272,100,466 
560,582 


272,661,048 


77,246,072 


195,414,976 
1,647,602 


$241,257,318 


$ 1,119,310 
16,074,757 
7,112,250 
5,954,300 
1,056,077 


31,316,694 


3,968,046 
521,471 


4,489,517 


269,671,648 
485,238 


270,156,886 


76,091,117 


194,065,769 
1,514,827 


$231,386,807 


$ 428,653 
922,795 
382,636 

1,215,014 
53,850 


2,895,248 


197,287 
5,295,994 


5,493,281 


2,428,818 
75,344 


2,904,162 


1,154,955 


1,349,207 
132,775 


$9,870,511 


See Notes to Financial Statements, page 13 


LIABILITIES AND SHAREHOLDERS’ EQUITY 1966 


CURRENT LIABILITIES: 


Accounts and wages payable. .....c.....c..c000..cnce once ess $ 8,785,382 
MAECE ES PA COLILGC tee atc o/c sees ae coe eos 2,608,521 
Federal-income taxes accrued...............:..00-00cese00e0s 194,657 
Mihertaxes ACClUC( ss Acer fone | ee geen: cue 2,015,006 
WOMerecurrents lapiitiessp en see eae eee 764,881 
Long-term debt due within one year.......................... 4,041,236 

A Oat, Aya nee Ped te eee wre re Aah ui ve 18,409,683 


LONG-TERM DEBT DUE 
AFTER ONE YEAR (See Page 15): 


WEOTU CAC OND OMS Se moe eee oe Geto NS aac ceed 53,924,500 
Equipment and other obligations.............................. 28,292,843 
TOT re een ee ee et AS 82,217,343 

OTHER LIABILITIES AND DEFERRED CREDITS ...... 1,529,888 


SHAREHOLDERS’ EQUITY: 
Capital stock, common, no par 
value, stated value $71.75 per share: 


Issued and outstanding, 1,264,441.57 
shares exclusive of 37,002.5 shares 


of treasury stock pledged as collateral............ 90,723,683 
Held for conversion, 1,467.68 shares.................... 105,306 
LOtalecapitalyStockn gs 6 ea ee 90,828,989 
Capitalmeuto isi ete ne veh 90a ect Reo 16,490,850 
RGAE MeL C ORIG mit ees che A ok oo mea 31,780,565 
Total shareholders’ equity........................ 139,100,404 


GRAND SEOs lig teeta ce ee ort Ate cee es ee. $241,257,318 


1965 


$ 8,460,932 


2,522,520 
91,345 
1,779,631 
627,176 
3,641,024 


17,122,628 


54,597,500 
22,658,491 


77,255,991 


452,655 


90,705,028 
123,961 


90,828,989 
16,490,850 


29,235,694 


136,555,533 


$231,386,807 


INCREASE 


OR DECREASE 


$ 324,450 
86,001 
103,312 
235,375 
137,705 
400,212 


1,287,055 


673,000 
5,634,352 


4,961,352 


1,077,233 


2,944,871 
2,544,871 


$9,870,511 


itl 


SOO LINE 
RAILROAD COMPANY 


INCREASE 
STATEMENT OF INCOME 1966 1965 OR DECREASE 
RAILWAY REVENUES: 
| OU e bd 0b aumento cit aes RUC Cage ER oid, tsk CR trae RNS $90,205,681 $83,322,700 $6,882,981 
Passenger. and Mails occurs oe mere ek Se eee 251,840 536,892 285,052 
(Git oles geen peter tere pit FIR Ndr ck ny AU ee eg MLTR ty ON Mn 2,391,934 2,042,528 349,406 
TO tah. ere eae te ee Roe eee tc ere 92,849,455 85,902,120 6,947,335 
RAILWAY EXPENSES: 
Railway operating expenses (See Page 16).......................... 68,202,447 65,044,136 3,158,311 
Eaurpment.rents —'"Net water ee ee 6,445,888 4,851,959 1,593,929 
Joint facility-rents —, Net st.c0. ence eee ee 860,014 954,105 94,091 
Taxes other than federal income taxes....................--0s..0-+: 7,063,508 6,425,342 638,166 
EE OUD Sree eo ee aR A en 82,571,857 77,275,042 5,296,315 
NEIORERATINGINCO MER ae eee eee 10,277,598 8,626,578 1,651,020 
ODAERSINGO MES IN Eee ere te ee ere 1,008,883 652,390 356,493 
TO SMAT SLING © MiB er eae eee ce EE 11,286,481 9,278,968 2,007,513 
FIXED CHARGES: 
Interest on Wisconsin Central First Mortgage Bonds. ....... 524,002 529,428 5,426 
Interest on equipment obligations...............0.0....00.....00....... 1,161,450 1,043,555 117,895 
Othersfixedscharges 5.5.40. ea rs ee 130,149 121,882 8,267 
fi AC0) E-1 Caree PRI  oh chee Re NR eh a 0.0) 4h Ae uty 1,815,601 1,694,865 120,736 
CONTINGENT INTEREST: 
M'StP.&S.S.M. First Mortgage Bonds:...2.. ee 255,642 262,183 6,541 
M.St.P.&S.S.M. General Mortgage Bonds............................ 480,200 486,200 6,000 
Wisconsin Central General Mortgage Bonds...................... 861,300 872,891 11,591 
1) S:5-cAn First Mortgage; BOUudS en ee 165,301 169,915 4,614 
otal 5.2 cee ee eee ee ee ce ee 1,762,443 1,791,189 28,746 
INCOME BEFORE FEDERAL INCOME TAXEG...................... 7,708,437 5,792,914 1,915,523 
FEDERALAINGOMESTAXES &......0 5 ee eee 1,175,952 239,000 936,952 
NEERING ©) MBs yes nae a ce eet setae eee ee Re ae ea ae 


STATEMENT OF RETAINED INCOME 


RETAINED INCOME AT BEGINNING OF YEAR.................... 


ADDITIONS: 
Net: INCOMG 3 cosine rt eee ee re eee 
Net credit from bonds reacquired (1966, 
$171,569 credit included in Other Income — Net)...... 


Total’ Additions, 00ers cee en eee 


T Ota lt ey Sereno oc ae ee ra 


DEDUCTIONS: 
Cash dividends — Per share: 1966, $3.15; 1965, $2.75... 


RETAINEDUNGOMEFAT END OB YEAR] «22 


See Notes to Financial Statements, page 13 
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$ 6,532,485 


$29,235,694 


6,532,485 


6,532,485 


35,768,179 


3,987,614 


$31,780,565 


$ 5,553,914 


$27,027,244 


5,953,914 


135,786 


5,689,700 


32,716,944 


3,481,250 


$29,235,694 


$ 978,571 


$2,208,450 


978,571 


135,786 


842,785 


3,051,235 


506,364 


$2,544,871 


NOTES TO FINANCIAL STATEMENTS 


1. No accounting recognition has been 
given to the possible effect on income 
taxes in future years of current reduc- 
tions in income taxes resulting from 
deductions (net) for amortization and 
depreciation of property for income tax 
purposes in excess of deductions re- 
corded in the accounts. The cumulative 
amount of such reduction in income 
taxes included in retained income at 
December 31, 1966, was approximately 
$16,000,000 including $1,000,000 ap- 
plicable to the year 1966. At December 
31, 1966, the Company has an unused 
investment credit carry-forward of ap- 
proximately $1,860,000. 

2. The current cost of repairs and re- 
newals of parts of the track structure is 
charged to maintenance expense and 
additions and betterments to the struc- 
ture are capitalized. Provision for de- 
preciation has been made as to other 
classes of transportation property. 
Charges for depreciation of road and 
equipment and for repairs and renew- 
als of the track structure amounted to 
$4,710,748 and $7,030,998, respec- 
tively, in 1966 and $4,593,280 and 
$6,450,613, respectively, in 1965. 

3. Income during the year 1966 was 
sufficient to meet all mortgage bond 
interest requirements. Sinking fund re- 
quirements under the various mortgage 
bond issues amounted to $301,385 as of 
December 31, 1966, of which $175,453 
is to be satisfied by a deposit of reac- 
quired bonds and the balance in cash. 
4, Capital surplus as shown in this re- 
port includes $14,146,743 representing 
paid-in surplus under Minnesota law 
which is reported as retained income 
to the Interstate Commerce Commis- 
sion under its rules. 

5. The Company’s equity in Tri-State 
Land Company, a wholly owned sub- 
sidiary, exceeds the carrying value of 
its investment by $2,138,405. Tri-State 
Land Company’s undistributed earn- 
ings for the year 1966 were $19,295 
after payment of a dividend of 
$100,000 to the parent Company. 


6. The Company carries a service in- 
terruption policy under which it will 
be entitled to indemnity for certain 
work-stoppage losses. In the event 
such losses are sustained by other rail- 
roads holding similar policies, the 
Company may be obligated to pay ad- 
ditional premiums, subject to a maxi- 
mum premium of approximately 
$642,000. 

7. At December 31, 1966, the Com- 
pany was liable as guarantor, individu- 
ally or jointly with others, of securities 
issued by affiliates amounting to 
$43,703,933. Principal and interest 
have been paid by the principal debtor 
as each obligation became due. 

8. The Company provides a pension 
plan for employees not subject to col- 
lective bargaining agreements, financed 
solely by Company contributions. Un- 
funded past service cost of the funded 
pension plan as of December 31, 1966, 
amounted to $6,473,000. Payment of 
$332,646 for normal cost and interest 
on the unfunded past service cost was 
made in 1966. The amount so paid was 
transferred to a trustee and benefits 
earned are disbursed by the Trustee 
from trust funds accumulated. The 
Company reserves the right at any 
time to alter, amend, or discontinue the 
plan, in whole or in part. 

9. Stocks of affiliated companies, with 
the exception of Soo Line Equipment 
Company, Midland Continental Rail- 
road, and 12,456 shares of Railway 
Express Agency, Inc., are pledged as 
collateral under the Company’s various 
mortgage indentures. 

10. Extraordinary items for the retire- 
ment of the Duluth, Minnesota, passen- 
ger station facilities and trackage at 
Riverdale Jct., North Dakota, used in 
construction of the Garrison Dam, 
were included in the income account 
for 1966 as follows: 

Railway operating expenses... $ 397,318 


Otherincome— Net. 481,008 
Applicable federal income 

faxes reaductlonmer raaeecrnt Cr: 380,000 
Net reduction of NetIncome... $ 498,326 


The required deposit of cash into the 
Wisconsin Mortgage Division Road Re- 
placement Fund for the year 1966, to 
be made on or before April 1, 1967, 
under the provisions of the Wisconsin 
Central Railroad Company First and 
General Mortgages, will be increased 
by $826,000 because of the retirement 
of the Duluth passenger station facili- 
ties. Amounts are withdrawn from this 
fund on the basis of certain capital 
expenditures. 

11. “Special funds and other invest- 
ments” as shown in this report include 
as of December 31, 1966, $5,040,000 
as unexpended proceeds from the Soo 
Line Railroad Second Equipment Trust 
of 1966. 


ACCOUNTANTS’ OPINION 
Soo Line Railroad Company: 


We have examined the balance sheet of 
Soo Line Railroad Company as of Decem- 
ber 31, 1966, and the related statements of 
income and retained income and of 
changes in working capital for the year 
then ended. Our examination was made 
in accordance with generally accepted 
auditing standards, and accordingly in- 
cluded such tests of the accounting rec- 
ords and such other auditing procedures 
as we considered necessary in the cir- 
cumstances. 

In our opinion, except that no pro- 
vision has been made for the deferred in- 
come taxes referred to in Note 1 to the 
financial statements, the accompanying 
balance sheet and statements of income 
and retained income present fairly the 
financial position of the Company as of 
December 31, 1966, and the results of its 
operations for the year then ended, in 
conformity with generally accepted ac- 
counting principles applied on a basis 
consistent with that of the preceding 
year; and in our opinion such financial 
statements are in conformity with the 
Uniform System of Accounts for Railroad 
Companies prescribed by the Interstate 
Commerce Commission, and the accom- 
panying statement of changes in working 
capital presents fairly the information 
shown therein. 


ee) ee 2005) 


Minneapolis, Minnesota 
February 8, 1967 
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CHANGES IN WORKING CAPITAL 1966 


1965 


I  ———— 


WORKING ‘GAPITAL7AT BEGINNING*OR “YEA Re oye ecce tee serra eee eee $14,194,066 $13,845,631 
Ratio of Current Assets to Current Liabilities: 
1966, 1.83:1; 1965, 1.80:1 
ADDITIONS: 
INGETIN COMICS osu ceccs tT ere eee Tae ENTER tr eC eae 6,532,485 5,553,914 
Depreciation and property retirements charged to income....................00..e 5,652,592 4,551,646 
Proceeds ‘trominancing of new-equipment;.4.3...54..2 ese oe eee eee eee 5,020,529 6,396,524 
Salvage from, property Petired ity rar. ccc tes seee ete eects te eee 1,589,170 1,813,441 
Other’ =" INGE Lire ueyanomme tact qatisen ena at ouster oan neater neato ye Nee oe se ee er Reet on ere 108,492 == 
Total Additions tego caesar ot eee a ema aaa Pee Sn ee eee 18,903,268 18,315,525 
Total ci Pech ie uss Cn SO oe sa ce eae oe ice ca ade tee re cn ee 33,097,334 32,161,156 
DEDUCTIONS: 
Investmentsin property ccc sec cee eee re ee eee eee eee ee eee eee ee Eee 8,662,613 9,387,379 
Reduction of long-term debt... 2.6ee) saree ee ee ee 4,447,561 4,433,341 
Investment in-andvadvancesitoattiliates) yi nae eee 197,287 583,841 
Gash dividend’: .:.7.stewSensa 2. concargs varicose oe eee eee eee 3,987,614 3,481,250 
Otliers— =" NOE esic.cgp ee eee se Ae te rae oT oe ee — 81,279 
Total: Ded wctionsi..act arse cfr Reece Re EO CRC Pee 17,295,075 17,967,090 
WORKING: CAPITAL AT. END OR YEAR Fees eae eee ane eee eee 15,802,259 14,194,066 
Ratio of Current Assets to Current Liabilities: 
1966, 1.86:1; 1965, 1.83:1 
NET INGREASE IN- WORKING GAPETA Vi ricer sree eee ee ene ee $ 1,608,193 348,435 
INVESTMENTS IN AND ADVANCES TO AFFILIATED COMPANIES 
Bonds, 
Stock Advances, 
Number of __ Per Cent of + ane 
Shares Ownership Book Value Notes 
The Lake Superior Terminal & Transfer Railway Co..................... 849 16.67 $ 87,300 $ 100,522 
The Mackinac Eransportation Corses. css. cane PIGS 3308 21,667 243,343 
Sault. Ste. Marie Bridge: Ou. cr antisense 5,000 50.00 1,000 138,704 
Railway- Express AGenc ya Inca: aman: eae k:. 5 et eee 14,532 .70 700 202,409 
the BeltRailway Co.ol Chicago meeew ee. 0 oe see 2,400 8.33 240,000 146,616 
Packers:Gar, Time. CO: 2mm tte a nee ae 110 3.45 1,100 oS 
Minnesota ranster: Railway Gomes ns ope eee 913 11.11 91,300 285,983 
AUG) Syentroyy Jeol Wiowi@pa IDOOE (C@o. .cccacaoncoaoesondscosanenoaroavescuossooorecoancae 1,036 12.50 130,475 273,627 
MidlandsContinentalsRailroad 5a ene eee 4,500 50.00 5,231 204,095 
sbrizS tatewsand Coy mon er ee ee ay ee nee One CN Me 25,000 100.00 900,000 — 
Soo LinesEquipmrente Co eryceen cn cea eee ee nee 10 100.00 1,000 1,090,261 
rE Ota peeca te cSeapre aer Sle atk ode nara a ie ee cee ee aA $1,479,773 $2,685,560 


See Notes to Financial Statements, page 13 


MORTGAGE BONDS OUTSTANDING 


Amount 
Actually and Amount 
Nominally Held In Outstanding Reacquired 
Issued Cancelled Treasury Unmatured In 1966 


M.St.P.&S.S.M.R.R.Co. First Mortgage 
414 % Cumulative Income 
Bonds, Series A, Due Jan. 1, 1971.............. $10,000,000 — $4,344,700 $ 5,655,300 $139,000 


M.St.P.&S.S.M.R.R.Co. General 

Mortgage 4% Income 

Bonds, Series A, Due Jan. 1, 1991................ 20,129,000 $ 6,622,100 1,501,900 12,005,000 150,000 
Wisconsin Central R.R. Co. First 

Mortgage 4% Fixed Interest 

Bonds, Series A, Due Jan. 1, 2004................ 14,706,900 1,564,400 121,500 13,021,000 128,000 


Wisconsin Central R.R. Co. 
General Mortgage 44% % Income 


Bonds, Series A, Due Jan. 1, 2029................ 20,441,000 1,130,000 171,000 19,140,000 168,000 
D.S.S.&A.R.R.Co. First Mortgage 

4% Income Bonds, Due Jan. 1, 1995*............ 5,000,000 896,800 — 4,103,200 88,000 
Mea ta eG, Vals 1OOG ruc. 28 dices adn iteteor enn $70,276,900 $10,213,300 $6,139,100 $53,924,500 $673,000 


*D.S.S.&A.R.R.Co. First Mortgage Bonds were originally issued as Series A Bonds. In 1960 Series B Bonds 
were issued in the amount of $4,411,300 and exchanged for an equal amount of Series A Bonds outstanding. 


OTHER LONG-TERM DEBT MATURITIES 


Rolling Rolling 

Stock Other Total Stock Other Total 
1968 ee: $ 3,541,968 $67,840 $ 3,609,808 NO7 Siaeereee sr $ 1,909,535 — $ 1,909,535 
the 6)2) esas 3,438,969 28,728 3,467,697 WQS) soso ava 1,702,054 — 1,702,054 
POZO sce 2,670,435 — 2,670,435 197-7, are 1,629,787 — 1,629,787 
19 7A ere 2,643,176 — 2,643,176 AOA). Vatctapone 1,493,775 —_— 1,493,775 
LOT 2s cae 2,458,111 — 2,458,111 OT Oise 1,166,000 — 1,166,000 
GWAS)  cedaoeee 2,107,355 — 2,107,355 L9SORee 899,000 — 899,000 
O74 eae 1,988,110 = 1,988,110 19C 1 eens 548,000 — 548,000 


TOTAL .... $28,196,275 $96,568 $28,292.843 


Table shows debt other than mortgage bonds and excludes amounts due with- 
in one year, which are included in Current Liabilities on the Balance Sheet. 
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INCREASE 


RAILWAY OPERATING EXPENSES 1966 1965 OR DECREASE 
MAINTENANCE OF WAY AND STRUCTURES: 
Superintendencees... ... srw teeta ene ne eee te cance ean ee $ 983,453 954,903 $ 28,550 
Roadway. and “track 70-70 reget nee eco ne ore ee 7,502,820 6,975,695 527,125 
Structures 5 soe eee eM ECE Sere EEE Cee cres 1,326,509 1,315,410 11,099 
Depreciation ese cea ees eRe Te eee 1,297,226 1,283,785 13,441 
Miscellaneous saga osc eee ee eee 3,477,179 2,940,430 536,749 
ys) 1:0 Me RenNeR Rt eTet nv o Temme nie) Mo aria a nme eRe ees gt Al) 14,587,187 13,470,223 1,116,964 
MAINTENANCE OF EQUIPMENT: 
Superintendence <<. aise ci eke ee eee 371,253 351,864 19,389 
Repairs HOCOMOLIVeS So orerce meen eee OER 3,209,849 2,887,914 321,935 
Freight-train Cars '3.0..c...0.. saeco ee Gee ee 3,870,096 3,913,225 43,129 
Ot er Fee Eco Shahar rate SO Ee Ee 333,029 314,575 18,454 
Depreciation. 2 .vscs.:canl scones eee Rane 3,413,522 3,309,495 104,027 
Miscellaneous: =x 222650 esc Ree ee ee 1,052,835 1,002,787 50,048 
Total: Qccclctvaid chatacters ene cee eee eee eee 12,250,584 11,779,860 470,724 
TRAFFIC: 
Salaries and expenses... ssanc0 acorn 2,490,045 2,465,686 24,359 
Miscellaneous 15.5. 0.cci3.00.e oe ee eee 357,252 375,320 18,068 
Total, ¥.is Store con ee ee ee 2,847,297 2,841,006 6,291 
TRANSPORTATION: 
Superintendence and dispatching trains...................0....c.cccccees. 1,393,019 1,332,304 60,715 
Statlom SeLViCe ss ssisycd sagan tcehe eee eee eee 5,610,546 5,496,746 113,800 
Yard Service is. ccs: acnucds ocean eaten eee oa eee 9,282,238 8,875,330 406,908 
TRatd SCTVICE Ss vic say.wodsacutoess eae ate a ee ee 14,560,516 13,856,113 704,403 
Miscellaneous. 4.5 shai a te eee 3,750,851 3,345,954 404,897 
Total soi, canthGiuch eect ec ne eee eee 34,597,170 32,906,447 1,690,723 
MISCELLANEOUS: OPERATIONS src eee eee — 4,902 4,902 
GENERAL: 
Salaries and expenseseie) seers ck ees ee 2,620,950 2,631,113 10,163 
General office supplies'and expenses... 7.)..)...0.ci. cress eee 298,148 297,822 326 
Pensions. © ssccisini threes ee ce EE eee 427,203 401,630 25,573 
Miscellaneous - 2325) 5.27.5 eae eee ee 573,908 711,133 UG W/ AOD 
Total oc ph eigenen eae ee ee ree 3,920,209 4,041,698 121,489 
TOTAL RAILWAY OPERATING EXPENSES) icc.eecerecceeee-sseeeee $68,202,447 $65,044,136 $3,158,311 
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SIX-YEAR 
FINANCIAL AND 


STATISTICAL 
ee PARY 1966 1965 1964 1963 1962 1961 
FINANCIAL 
PEGIGHULEVEDUES 45. ...0..c2c50cccdscests se tavecvucerk $90,205,681 $83,322,700 $78,053,434 $75,613,817 $74,966,755 $69,711,538 
Other operating revenues ...................... 2,643,774 2,579,420 3,841,017 4,949,833 5,417,715 5,280,890 
Total operating revenues ........................ 92,849,455 85,902,120 81,894,451 80,563,650 80,384,470 74,992,428 
Operating expenses, taxes and rents ...... 83,747,809 77,514,542 75,038,658 73,933,293 74,611,619 71,270,552 
Net railway operating income ................ 9,101,646 8,387,578 6,855,793 6,630,357 5,772,851 3,721,876 
Other income — Net ..... eee 1,008,883 652,390 850,252 773,509 570,018 237,419 
“COLLIE TEN (07 IM 10,110,529 9,039,968 7,706,045 7,403,866 6,342,869 3,959,295 
PERRO ALES ioe i occci0ii csseevesevocfavdvenvoner: 1,815,601 1,694,865 1,539,929 1,479,627 1,379,058 1,443,922 
Contingent mortgage bond interest ........ 1,762,443 1,791,189 1,810,747 1,827,897 1,863,748 1,851,722 
Ms AMIE ECS LID SOE G5 apres fee cei Sedans va eoans $ 6,532,485 $ 5,553,914 $ 4,355,369 $ 4,096,342 $ 3,100,063 663,651 
Shares of stock outstanding .................. 1,265,909 1,265,909 1,265,909 1,265,909 1,265,909 1,265,909 
Net income per share ........................c000. $5.16 $4.39 $3.44 $3.24 $2.45 $.52 
Sinking funds for 
retirement of mortgage bonds.............. $ 301,385 301,385 301,385 301,385 301,385 174,179 
Earnings per share after sinking funds... $4.92 $4.15 $3.20 $3.00 $2.21 $.39 
Rate of return on average 
net investment used for 
transportation purposes ...................... 3.93% 3.66% 3.03% 2.90% 2.45% 1.53% 
Working capital, year’s end .........00......... $15,802,259 $14,194,066 $13,845,631 $14,959,620 $11,799,553 $ 9,302,294 
Ratio of current assets to 
current liabilities, year’s end.............. 1.86:1 1831 1.80:1 1.93:1 Abe 7/748 | 1.63:1 
Gross capital expenditures .................... $ 8,662,613 $ 9,387,379 $ 9,401,251 $ 8,827,242 $ 2,491,782 $ 2,858,584 
STATISTICAL 
Miles of road operated, year’s end .......... 4,692 4,692 4,691 4,692 4,673 4,692 
Carloads of freight handled .................... 509,576 490,076 466,895 467,057 486,263 462,993 
Tons of revenue freight handled ............ 22,183,384 20,684,020 18,978,399 18,658,571 19,184,771 17,474,097 
Pretest tra Wiles ots. ackesscaae oes tenet 4,872,760 4,637,032 4,598,544 4,570,910 4,660,361 4,488,656 
Ratios to revenues: 
Fixed facility maintenance expense .... 15.71% 15.68% 15.11% 14.85 % 13.18% 13.44% 
Rolling stock maintenance expense .... 13.19 % 13.71% 15.08% 16.21% 15.87% 17.10% 
Transportation expense ...................... 37.26% 38.31% 39.48 % 39.29% 40.63 % 41.85% 
Traffic, general, and 
miscellaneous expenses .................. 7.29% 8.02% 8.38% 8.14% 8.64% 9.91% 
All operating expenses ........0......000.0.. 73.45% 75.72% 78.05 % 78.49% 78.32% 82.30% 
All operating 
expenses, taxes and rents................ 90.20% 90.24% 91.63 % 91.77% 92.82% 95.04% 
Employees, average number .................. 5,745 5,644 5,786 6,017 6,239 6,404 


Soo Line Railroad Company was formed January 1, 1961, through merger 
of Minneapolis, St. Paul & Sault Ste. Marie; Wisconsin Central; and 


Duluth, South Shore & Atlantic Railroad Companies. 
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Executive Vice-President 

Vice-President, Packaging 
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Chairman 
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General Manager, Display Division 
Vice-President, Automotive & Plastics Divisions 
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The Canada Trust Company 
Toronto, London, Montreal, Winnipeg and Vancouver 


TO THE SHAREHOLDERS: 


Summary 


In 1969, total Company sales reached an all-time high of $45,300,000, an increase of $1,641,000, 
or 3.8%. Net income from operations was $1,528,000, a decrease of $397,000 from 1968. Profits 
realized from the sale of fixed assets in 1968, amounting to almost $50,000, were included in the 
profits for that year. 


Operations 
x PACKAGING 


The Packaging and Related Products Divisions enjoyed an increase in sales during 1969. Despite 
this growth, profits did not keep pace. We were not able to increase selling prices in line with 
costs, in view of the packaging industry’s general overcapacity. Research and new product de- 
velopment activities have been intensified in our Company to improve this situation. 


. ZAUTOMOTIVE PANEL DIVISION 


The Automotive Panel Division, consisting of three plants located at Scarborough and Windsor, 
had improved sales but depressed profits. Again, rising costs and the closely competitive market, 
which covers all of North America, had a direct bearing on profit levels. The slowdown of automo- 
tive sales, particularly in the last quarter, had a marked effect on total saies and profits. The Divi- 
sion has taken active steps to broaden its technological scope and diversify its product lines. 


ee 
\ZDISPLAY DIVISION 


The Display Division recorded a substantial increase in sales, with a corresponding improvement 
in profitability. Strengthening of personnel, both in plant and sales, should bring still further im- 
provement in the future. 


GAMES DIVISION 


The game and toy industry experienced increasing price competition and the advent of new com- 
panies, including U.S. manufacturers, in the field. The result was a drop in both sales and profits. 
We have taken steps to correct this situation in 1970. Heretofore, our sales representation has 
been exclusively through Ha eat January 1, 1970, we have set up our own sales organi- 
zation, and expect that this move will bring more favourable oy) 


~ 
en 


‘ PLASTICS DIVISION 


* Continued investment in modern equipment, combined with an intensive selling program and 
rigid cost control, resulted in improved performance in all areas of the Plastics Division. First 
quarter results indicate a continuation of this very satisfactory trend. 


Properties and Equipment 


Cavita expenditures during 1969 were approximately $1,000,000. Nearly all of this was expended ¢ 

40n new equipment. It is anticipated that 1970 expenditures will be slightly in excess of that figure.2 
In February of 1970, a decision was reached to close our Strathmore Division, which manufactured 
Christmas Crackers and Novelties. The operation was not economically sound, and indications 
were that there was little likelihood of improvement. We anticipate no problem of disposal. 


Working Capital 


Working capital decreased from $5,245,000 to $4,774,000, a reduction of $471,000. Of this 
amount, $256,000 was the result of cash investment in Mastico Industries Limited, referred to later. 
The balance was due mainly to higher interest and other costs. Current assets at the end of 1969 
stood at $13,891,000, as against current liabilities of $9,117,000, a ratio of 1.5 to 1. Both accounts 
receivable and inventories showed improvement over 1968 year-end. 


General 


purrs 1969, the plant of Mastico Industries Limited in Tillsonburg was completed, and oper- 
tions began July 1st. Mastico is a joint venture with Globe Industries Inc. of Chicago, Illinois, 
‘manufacturing sound deadening material for the automotive industry} Although not consolidated 
in this report, both sales and profits exceeded expectations. 

We are pleased to announce the appointment of Mr. J. C. Bacon as General tanagar of our Plas- 
tics Division, effective September 1st. As previously mentioned, our Games Division Sales were 
reorganized January 1, 1970, with Mr. H. J. Adelman as Sales Manager. 

During the past year, we have employed professional consultants in the areas of profit improve- 
ment and cost reduction. These are already becoming effective, and we look forward to further 
improvement this coming year. 

Considering the general economic situation during the first quarter, we look upon 1970 with cau- 
tious optimism. Our forecast is for improvement over 1969, particularly in the last half of the year. 
It is again a pleasure to express thanks to our employees, customers, and suppliers for their help 
and cooperation during the year, and we solicit their continued support in the coming year. 


Chairman and President 


SOMERVILLE INDUSTRIES LIMITED and its wholly owned subsidiaries 


CONSOLIDATED STATEMENT OF INCOME 
for the year ended December 31,1969 


(in thousands of dollars) Pr 
1969 ~~, 1968 


NET SALES ott ee eee eee Prt a ean eer $45,300. $43,659 


Costs, excluding expenses SHOWN DeElOW .2..0......ceccccceccecceceeteeeeeees 1339 38, 
OPERATING INCOME, before undernoted items ................/........ $ 4,965 $ 5,483 
Deduct: 
Depreciation passe ene ca ee ee oe ee ee $ 1,027 $ 1,026 
Intereston long-term debts. stesso eet ce ere ee 145 162 
Other. interest )s:. 62.205 i ea rn a ee ree ee 514 356 
$ 1,686 $ 1,544 
Operating income before income taxeS oo... $ 3,279 $ 3,939 
Taxes on income’ — ‘Current see eee $ 1,905 $° 2,115 
beers 821 (c) HAc18 ner tonay Mannan ng os Mi oncevec Ss sen scanke aby Oba: (154) (101) 
$ 1,751 $ 2,014 


NET INCOME FOR THE YEAR 0... ccccccccccccccccecccceseseeeveseeeeteveees “F $1,528 — @ $ 1,925~ ) 


Certain minor changes have been made in the 1968 comparative statement in order to conform 
with the presentation followed in 1969. 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31,1969 


(in thousands of dollars) 
1969 1968 
RETAINED EARNINGS AT BEGINNING OF YEAR ....................000... $ 8,237 $ 7,618 
Net incomes fomthesyean.t: 2051679 se Ur eee eae ens se - 1,528 1,925 
$ 9,765 $ 9,543 
Deduct: 

Dividends'— preferred Shares icc. o.cccig eich esir thik onkasseetamnaecatanes $ 106 $ 106 
== COMMON 1 SUIOL OS Rohe ee he a eRe 1,200 1,200 
$ 1,306 $ 1,306 


RETAINED EARNINGS AT END OF YEAR .......0000..00.. cee $ 8,459 $ 8,237 


CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT DECEMBER 31, 1969 


(in thousands of dollars) 


CURRENT ASSETS 1969 1968 
GTA A MGTOR oie SOOM | Mlaraed tei ee Sener Rn Sie ee $ 10 Sag! 11 
Accountsreceivable(note1) op tacts ieee ee ee 4,516 5,348 
INVEMTOGIES (NOLS 2)apa eee ee ee rth porcn, erica dc ere 9,145 9,177 
PreDaldNe x DCNSES sew tk eee nN ee ha a Wee ee 220 246 

$13,891 $14,782 

CURRENT LIABILITIES 
BAnIKEAGVANCES sit traih vune Mle ae nmi Mion wee ae ea sede tt $ 1,139 $ 335 
Accounts payable and accrued liabilities (note 1) ................ 2,217 3,090 
MAXCSIDAVADIC wa ihe cn ent a ad Gp ON keds nt Pen tol ue oS 245 1,071 
Long term debt payable within one year oo... ccececceccceeees 190 315 
DINIGENOS Payable. cs. fo ity eater eee ee Sulake ae. 26 26 
AGva lees 16oMsparontsCOMPan Ver cea.vssyeie de toe eee 5,300 4,700 

$ 9,117 Seo 0OL, 

MAGES SN LE Ba 6/4 4 3 7 28 IRA dens aa ed tea SD eR ne RY a A 9 Ars $ 4,774 $ 5,245 

SINKING FUND RE PREFERRED SHARES — 

government and industrial bonds at market 
Valles (COSL $150,000) ae yates ee ce, $ 100 $ 100 

INVESTMENTS — Shares in 50% owned company — 

Mastico Industries Limited — at cost ................ $ 381 ess) 

DEFERRED RECEIVABLE OR er ce trent es citer Re rast eeests $ 14 $ 28 

EIXEDIASSEUSTUOLCTO) ere eee oe Stach eee tee aa eer ets $21,370 $20,511 
Less, Accumulated<depreciationy 2...cai urn esse ahs oh cgdacoccgeceve 9,782 8,867 

$11,588 $11,644 

TORALZASSETS.LESS: CURRENT LIABILITIES ake ee... $16,857 $17,142 

BONG HERIMDBB I ANOtes ja conte eaten cee tec ein eensee eres $ 2,017 $ 2,342 

DEFERREDHINGCOME STAKES. ecu eaten ate tatcereeeecianns am momeate 1,946 2,100 

$ 3,963 $ 4,442 

NET ASSETS (being Shareholders’ equity) ..............0..cceeeeee $12,894 $12,700 

SHAREHOLDERS’ EQUITY 
Capa StOCK NOLS.) wie hk Stace ayteee es Ak, Oe SENS: $ 2,245 $ 2,245 
Retaineqeatnings: (mote 6) asia cece ee ceeceaeacnes 8,459 8,237 
Excess of appraised value of fixed assets 

over cost, less sundry Charges ..............c0:0c00 2,190 2,218 

TOCA OLA RMETOLO ERS CE QUPDY- crus ice cit or ey ere ntena” $12,894 $12,700 


On behalf of the Board: 
F. C. Lennox, Director 
J.G. Church, Director 


SOMERVILLE INDUSTRIES LIMITED and its wholly owned subsidiaries 


NOTES TO CONSOLIDATED STATEMENTS 


1. Accounts receivable and accounts payable: 
Included in accounts receivable is an amount of $287,000 owing from, and in accounts payable an 
amount of $10,000 owing to affiliated and associated companies. 


2. Inventories: (in thousands of dollars) 
The value of inventories is shown at the lower of cost and net 1969 1968 
realizable value. ea 
Raw material,goods in process and supplies ...........0.0..0.......0000 $ 4,780 $ 4,890 
Finished Goods i454 was eee east et Se Scere en ees naa 4,365 4,287 
$ 9,145 $ 9,177 


3. Fixed assets: 
The value of buildings and equipment is shown at cost or based 
on appraisals by Cooper Appraisals Limited made in 1951 and 


1955. Other fixed assets and additions subsequent to the ap- 1969 1968 
praisals have been shown at cost. Sat ae 
Land, buildings and leasehold improvements .................0::0 $ 5,941 $ 5,839 
Machinery. and-equipment) sxcctncit neta eee ene ree 15,429 14,672 
$21,370 $20,511 


4. Long term debt: 
First mortgage bonds: Authorized $10,000,000 


1969 1968 
Series A— 5% % sinking fund, due October 15, 1973, <i Ts 
Outstanding: O.55 cee eee tear $ 857 $ 1,057 
Less: Current sinking fund provision and cash in the hands of 
the trustee (net of bonds purchased in advance) 190 190 
$ 667 $ 867 
Series B — 6% sinking fund, due June 15, 1977, 
OUtStANGiING..u.c22. peau ee ec ares $ 1,350 $ 1,600 
Less: Current sinking fund provision (net of bonds purchased in 
BAVANCE) | scx occu eee Meee arene ee mane 125 
$ 1,350 $ 1,475 
Totallong:term:debty..0 kee eee ee $ 2,017 $ 12,942 


Maturities and sinking fund requirements during the next five fiscal years are as follows: 1970, 
$190,000; 1971, $336,000; 1972, $347,000; 1973, $359,000; 1974, $125,000. 


5. Capital stock: 
Authorized 100,000 cumulative, redeemable preferred shares, 
par value $50 each, issuable in series, less 2,220 redeemed. 


500,000 common shares, without par value. 1969 1968 
Issued: 37,780 cumulative $2.80 sinking fund preferred shares, Sais 7 ae 
1953 series, redeemable at $51 per share |... $ 1,889 $ 1,889 
356; s00sCOMMON:-ShateS=.e ete te ee ree ee 356 356 
$ 2,245 $ 2,245 


6. Retained earnings: 
Retained earnings includes an amount of $111,000 set aside as capital surplus in connection with 
the redemption of preferred shares as required by section 61 of the Canada Corporations Act. 


7. Long term leases: 
Long term leases entered into by the companies extend into the year 1988. Under the terms of 
such leases aggregate rentals amount to approximately $2,364,000. Maximum annual rentals pay- 
able thereunder for the years 1970 to 1974 are approximately $150,000. 


1969 1968 
8: Remuneration of Officers:and Directors:....2.. ee eee $ 222 $ 190 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
for the year ended December 31,1969 


(in thousands of dollars) 


SOURCE OF FUNDS: 1969 1968 
Net incomedomineivearc ernie Senta ie a $ 1,528 $ 1,925 
DepEeCiauOne ist mate eae ee en rae AG eG 1,027 1,026 
Detetredeincome-taxce serv. ae eae a (154) (101) 
Specialtretunmdablestaxes: (Melt) 24 tian coe ue eae tae loc a 85 
SUNGKV MEG SetNet) area eae cet hc ta iw | 15 20 

$ 2,416 $ 2,955 

APPLICATION OF FUNDS: 

Purchase of fixed assets (net of disposals) .....0.....ccccccccccseeeee $ 1,000 $ 780 
Investment in shares of 50% owned company — 

Masticovmdustrios limited omer ere en eco, 256 125 

Dividends to shareholders — preferred oo......cccccccccccecsceceseeees 106 106 

== COMMON ee aes 1,200 1,200 

1970 Bond sinking fund instalments ......0.0.00.0.cccccccccccecesveseseee 325 315 

$ 2,887 $ 2,526 

Increase (decrease) in working capital oo... ccc cccceeeeeeee $ (471) $ 429 

Working capital at beginning of year ............ccccecssseeceesoseeseseeseveens 5,245 4,816 

WORKINGECAPIVALZVAT ENDZOFY EAR aes cn. ain ects tae setae ea $ 4,774 $ 5,245 


Certain minor changes have been made in the 1968 comparative statement in order to conform 
with the presentation followed in 1969. 


AUDITORS’ REPORT 
To the Shareholders of Somerville Industries Limited: 


We have examined the consolidated statement of financial position of Somerville Industries 
Limited and its wholly owned subsidiaries as at December 31, 1969 and the consolidated state- 
ments of income, retained earnings and source and application of funds for the year then 
ended. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1969 and the results of their operations and the source and 
application of their funds for the year then ended, in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year. 


London, Canada CLARKSON, GORDON & CO. 
January 19, 1970 Chartered Accountants 


SOMERVILLE DIRECTORY 


e Head Office and London Division 
P.O. Box 5760, Terminal ‘A’, London, Ontario 


e Winnipeg Plant 
1885 Sargent Avenue, Winnipeg 21, Manitoba 


e Consolith Division 
865 Hodge Street, Montreal 9, Quebec 


e Canadian Folding Cartons Division 
188 Cartwright Avenue, Toronto 19, Ontario 


e Panel Division — Scarborough 
20 Bertrand Avenue, Scarborough, Ontario 


e Panel Division — Windsor 
2744 Edna Street, Windsor, Ontario 


e Somerville Automotive Trim Limited 
2744 Edna Street, Windsor, Ontario 


e Display Division 
11 Lesmill Road, Don Mills, Ontario 


e Games Division 
P.O. Box 5760, Terminal ‘A’, London, Ontario 


e Somerville Plastics Division 
376 Orenda Road, Bramalea, Ontario 
Sales Offices situated at all manufacturing divisions and at the following locations: 
e Hamilton: 477 Main Street East 
® Guelph: 21 Oak Street (P.O. Box 331) 
e Moncton: P.O. Box 1106 
© Peterborough: 166 Brock Street (P.O. Box 325) 


Representatives: 
e Newfoundland: N. C. Hutton, Ltd., St. John’s 
e Quebec: Marcel Messely, Quebec City 


e Ontario: Mid-West Paper Limited, Port Arthur 
Snelling Paper Sales Limited, Ottawa 


e Prairie Provinces: Crown Zellerbach Canada Ltd., Winnipeg 
Mid-West Paper Limited, Winnipeg 
Canadian International Paper Company, Winnipeg 


